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Report  Summary 


Department  of  Corrections  We  performed  a  financial-compliance  audit  of  the  Department  of 

Corrections  and  Human  Services  for  the  fiscal  year  ended  June  30, 
1995  and  the  Department  of  Corrections  (department)  for  the  fiscal 
year  ended  June  30,  1996.  The  department's  human  services 
functions  were  transferred  to  the  Department  of  Public  Health  and 
Human  Services  as  a  result  of  action  taken  by  the  1995  Legislature. 
Of  the  2 1  recommendations  in  the  previous  audit  report,  9  of  the 
recommendations  are  partially  or  wholly  applicable  to  the  present 
Department  of  Corrections.  The  department  implemented  eight  and 
partially  implemented  one. 

We  issued  an  unqualified  opinion  on  the  financial  schedules  for  each 
of  the  two  years  under  audit.  The  reader  may  rely  on  the  presented 
financial  information  and  the  supporting  data  on  the  Statewide 
Budgeting  and  Accounting  System. 

This  audit  report  contains  two  recommendations  to  the  department. 
The  first  recommendation  discusses  options  available  to  the  depart- 
ment for  streamlining  the  foster  care  payment  process  as  it  relates  to 
juveniles  in  the  corrections  system.  The  second  recommendation 
discusses  methods  the  department  can  use  to  ensure  compliance  with 
travel  regulations. 


Department  management  concurred  with  our  recommendations.  A 
summary  of  the  recommendations  contained  in  this  report  can  be 
found  on  page  vi. 


Page  V 


Report  Summary 

The  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report,  the 
department's  response  thereto,  and  a  reference  to  the  supporting  comments. 

Recommendation  #1  We  recommend  the  depanment: 

A.  Implement  procedures  to  ensure  compliance 
with  federal  regulations  and  the  accuracy  of 

foster  care  payments 16 

Department  Response:  Concur.  See  page  B-4. 

B.  Work  with  the  Department  of  Public  Health 
and  Human  Services  to  simplify  the  process 

for  foster  care  payments 16 

Department  Response:  Concur.  See  page  B-4. 

Recommendation  tfl  We  recommend  the  department  ensure  its  employees 

are  aware  of  and  comply  with  travel  laws  and  regulations 19 

Department  Response:  Concur.  See  page  B-4. 
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Introduction  and  Scope 


We  performed  a  financial-compliance  audit  of  the  Department  of 
Corrections  (department)  for  the  two  fiscal  years  ended  June  30, 
1996.  The  objectives  of  the  audit  were  to: 


1 .  Review  the  department's  control  systems  and  make  recom- 
mendations for  the  improvement  of  management  and  internal 
controls  of  the  department. 

2.  Determine  if  the  department  complied  with  applicable  state  and 
federal  laws  and  regulations. 

3.  Determine  if  the  department's  financial  schedules  present 
fairly,  in  accordance  with  state  accounting  policy,  the  results  of 
operations  for  the  audit  period. 

4.  Determine  implementation  status  of  recommendations  from  the 
prior  audit. 

This  report  contains  two  recommendations  to  the  department.  Areas 
of  concern  deemed  not  to  have  a  significant  effect  on  the  successful 
operation  of  department  programs  are  not  specifically  included  in  the 
report,  but  have  been  discussed  with  management.  In  accordance 
with  section  5-13-307,  MCA,  we  analyzed  and  disclosed  the  cost,  if 
significant,  of  implementing  the  recommendations  in  this  report. 

As  required  by  section  17-8-101(5),  MCA,  we  audited  and  are 
reporting  on  the  reasonableness  of  internal  service  fund  type  fees  and 
fund  equity  balances  at  the  department.  The  internal  service  fund  at 
the  department  is  for  the  prison  industries  training  program.  We 
reviewed  the  internal  service  fund  activity  of  the  prison  industries 
training  program  and  determined  the  rates  are  commensurate  with 
costs  and  the  fund  equity  balance  is  reasonable. 


Background 


The  following  paragraphs  describe  the  organization  of  the  depart- 
ment at  the  end  of  fiscal  year  1995-96.  In  fiscal  year  1994-95,  the 
department  had  additional  programs.  The  description  of  these 
programs  can  be  found  in  the  reorganization  section  of  this  audit 
report  beginning  on  page  4. 
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Administrative  and 
Support  Services 


The  Administration  and  Support  Services  program  consists  of  the 
Director's  Office,  the  Administrative  Services  Division,  and  die 
Professional  Services  Division.  The  Administrative  Services 
Division  provides  human,  fiscal,  information,  research  and  facility 
management  services.  The  Professional  Services  Division  includes 
legal  services,  policy  coordination,  investigative  services, 
department-wide  training,  inmate  classification,  health  policy 
coordination,  and  juvenile  detention  center  licensing  activities. 


Community  Corrections 


The  Board  of  Pardons,  which  is  attached  to  the  department  for 
administrative  purposes  only,  oversees  Montana's  inmate  parole  and 
furlough  programs.  The  board  also  reviews  requests  for  executive 
clemency  and  makes  recommendations  to  the  Governor  concerning 
those  requests. 

The  sentencing  commission  which  is  attached  to  the  department  was 
established  during  the  1995  Legislative  Session.  The  conmiission 
was  specifically  mandated  to  decide  whether  sentencing  guidelines 
are  advisable  in  Montana  and,  if  so,  to  draft  the  guidelines. 

The  Community  Corrections  program  provides  supervision  and 
alternative  programs  for  offenders.  It  consists  of  the  Juvenile 
Placement  Unit,  Interstate  Compact  Unit,  Montana  Youth 
Alternatives,  Adult  Probation  and  Parole,  Juvenile  Parole, 
Transition  Centers,  Swan  River  Correctional  Training  Center,  and 
privatized  pre-release  centers. 

-      The  Juvenile  Placement  Unit  facilitates  the  out  of  home 
placement  of  juvenile  offenders  by  die  department  and  the 
Youth  Courts  to  appropriate  facilities  and  programs. 

The  Interstate  Compact  Unit  provides  supervision  to  any  person 
convicted  of  an  offense  and  placed  on  probation  or  parole  who 
requests  to  cross  state  boundaries  to  live,  work,  or  attend 
school. 

Montana  Youth  Alternatives  is  a  four-phase  program  which 
includes  a  wilderness  program  for  youth  offenders.  The 
program  process  includes  the  orientation  program,  the 
intervention  program,  die  transition  program  and  then 
community  placement.  The  department  administers  the 
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orientation  program  and  the  other  three  phases  are  contracted 
with  a  private  company. 

The  Probation  and  Parole  Bureau  provides  adult  probation  and 
parole  and  juvenile  parole  supervision  services  in  five  regions, 
and  intensive  supervision  services  which  operates  as  a 
community-based  alternative  to  incarceration  in  all  regions. 
The  bureau  also  provides  District  Courts  with  pre-sentence 
investigation  reports. 

Transition  Centers  are  community  based  programs  for  juvenile 
offenders  who  are  returning  from  institutional  placement. 
Additionally,  they  can  serve  youth  who  have  been  returned  to 
the  community  and  are  having  difficulty  adjusting.  Tlie  depart- 
ment has  two  Transition  Centers  that  are  state  sponsored,  the 
Youth  Evaluation  Program  in  Great  Falls,  and  the  Billings 
Transition  Center. 

-      Swan  River  Correctional  Training  Center  is  a  military-style 
boot  camp  for  residents  18  to  35  years  of  age.  The  program  is 
90-120  days  of  physical  and  mental  discipline  with  constant 
supervision,  intensive  counseling,  education,  and  self-esteem 
programming  components.  The  program  was  established  in 
July  1993.  The  program  will  be  relocating  to  a  new  facility  on 
the  grounds  of  the  Prison  Ranch  in  September  1997. 

The  privatized  pre-release  centers  offer  programming  for  both 
male  and  female  offenders,  and  provide  a  parolee  reporting 
program.  The  pre-release  centers  also  serve  offenders  who 
have  been  sentenced  to  the  department  for  appropriate 
placement,  rather  than  sentenced  directly  to  prison. 


Secure  Care  Facilities  Secure  Care  Facilities  include  the  Montana  State  Prison,  the 

Women's  Correctional  System,  and  Pine  Hills  School. 

Montana  State  Prison  at  Deer  Lodge  provides  facilities  for  the 
custody,  treatment,  training  and  rehabilitation  of  adult  male 
criminal  offenders.  Initially  established  as  a  federal  prison  in 
1873,  the  prison  facilities  were  transferred  to  the  state  when 
Montana  was  granted  statehood  in  1889. 

-      The  Women's  Correctional  System,  previously  located  on  the 
Montana  State  Hospital  campus,  was  relocated  to  Billings  in 
September  1994.  The  women's  system  provides  facilities  for 
the  custody,  treatment,  training  and  rehabilitation  of  adult 
female  criminal  offenders. 

Page  3 


Introduction 


Corrections  Enterprises 


Pine  Hills  School  at  Miles  City  provides  facilities  for  the 
custody,  treatment,  training  and  rehabilitation  of  male  youth 
criminal  offenders. 

Corrections  Enterprises  consists  of  three  distinct  programs,  the 
Prison  Ranch,  Industries/Training  and  the  Industries  Complex. 


Reorganization 


The  ranch  provides  dairy  products  to  state  institutions  and  beef 
cattle,  barley,  and  surplus  milk  to  the  open  market. 

The  Industries/Training  program  provides  equipment  and 
vehicle  repair  to  state  agencies,  meat  and  vegetable  products  to 
state  agencies,  and  through  June  30,  1996,  telemarketing 
services  to  Montana  Travel  and  Promotions,  Depanment  of 
Commerce. 

The  Industries  Complex  provides  manufactured  products 
(furniture,  upholstery,  print,  signs,  sewn  goods,  license  plates, 
fencing,  logs,  and  firewood)  to  state  agencies,  local 
governments  and  a  retail  dealer  network. 

The  1995  Legislature  approved  departmental  reorganizations  which 
affected  the  Department  of  Corrections.  The  reorganizations,  which 
were  effective  July  1,  1995,  transferred  all  the  human  service 
activity  from  the  Department  of  Corrections  and  Human  Services  to 
the  Department  of  Public  Health  and  Human  Services  (DPHHS). 
The  juvenile  justice  program  was  transferred  from  the  Department  of 
Family  Services  to  the  Department  of  Corrections. 


We  performed  a  limited  scope  audit  of  the  programs  transferred  to 
DPHHS.  This  audit  (95SP-84A)  was  issued  in  March  1996.  The 
programs  that  were  transferred  to  DPHHS  as  of  July  1,  1995,  are 
described  in  the  following  paragraphs. 


Mental  Health 


The  Mental  Health  System  provided  treatment,  rehabilitation  and 
support  services  for  psychiatrically  disabled  persons.  The  system 
consisted  of  three  components:   1)  the  operations  component  that 
provided  management  and  coordination  of  the  entire  system,  includ- 
ing the  multi-agency  Managing  Resource  Montana  Program  for 
severely  emotionally  disturbed  youth;  2)  the  community  mental 
health  services  component,  which  provided  community-based 
services  to  children  and  adults  throughout  Montana  by  five  regional 
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community  mental  health  centers;  and  3)  the  inpatient  services  com- 
ponent. Inpatient  services  were  provided  by  two  institutions: 


Chemical  Dependency 


1 .  The  Montana  State  Hospital,  located  at  Warm  Springs,  pro- 
vided psychiatric  evaluation,  psychiatric  treatment,  and 
rehabilitation  services  for  adults  who  were  severely  mentally 
ill. 

2.  The  Center  for  the  Aged  at  Lewistown  was  a  long-term  care 
facility  for  older  people  who  experienced  a  mental  disability 
which  required  a  level  of  care  not  otherwise  available  in  the 
community.  Residents  had  to  be  at  least  55  years  of  age  and 
not  in  need  of  intensive  psychiatric  care. 

The  Chemical  Dependency  System  was  responsible  for  all  major 
management  functions  for  state  chemical  dependency  prevention  and 
treatment  services.  The  system  was  composed  of  an  operations 
component  to  administer  statewide  chemical  dependency  services,  a 
community  services  component  to  assist  publicly  supported  chemical 
dependency  services  in  Montana  communities,  and  the  residential 
services  component  which  consisted  of  the  Montana  Chemical 
Dependency  Center  at  Butte.  The  Montana  Chemical  Dependency 
Center  provided  inpatient  chemical  dependency  services  and 
medically  monitored  detoxification  services. 


Special  Services 


The  Special  Services  System,  consisting  of  the  Developmental 
Disability  program  and  the  Veterans'  Nursing  Home  program, 
supervised  four  institutions: 


The  Montana  Developmental  Center  at  Boulder  was  an  inter- 
mediate care  facility  which  provided  individualized  treatment 
for  developmentally  disabled  individuals. 

Eastmont  Human  Services  Center  at  Glendive  was  an  inter- 
mediate care  facility  which  provided  care  and  training 
programs  for  developmentally  disabled  persons. 

The  Montana  Veterans'  Home  at  Columbia  Falls  provided 
domiciliary  and  nursing  care  for  honorably  discharged  veterans 
and  their  spouses  who  were  unable  to  earn  a  livelihood  by 
reason  of  such  service  or  because  of  age. 
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The  Eastern  Montana  Veterans'  Home  in  Glendive  provided 
domiciliary  and  nursing  care  for  honorably  discharged  veterans 
and  their  spouses  who  were  unable  to  earn  a  livelihood  by 
reason  of  such  service  or  because  of  age.  The  department 
contracted  with  the  Glendive  Medical  Center  to  operate  the 
veterans'  home. 

Average  populations  of  the  department's  facilities  in  the  past  five 
years  are  shown  in  the  table  on  page  7. 
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Table  1 
Department  of  Corrections  (formerly  Department  of  Corrections  and  Human  Services) 

Average  Daily  Population 

Corrections  System: 

Alternative,  Inc.,  Billings' 
Billings  Life  Skills  Center' 
Butte  Pre-release  Center* 
Great  Falls  Pre-release  Center* 
Missoula  Pre-release  Center' 
Missoula  Life  Skills  Center' 
Women's  Correctional  Center 
Probation  and  Parole 
Intensive  Supervision  Program 
Montana  State  Prison 
Swan  River  Forest  Camp' 
Swan  River  Corr.  Tmg.  Center' 
Pine  Hills  School" 
Montana  Youth  Alternatives' 
Youth  Evaluation  Program' 
Billings  Transition  Center* 
Total 

Mental  Health  System: 
Center  for  the  Aged 
Warm  Springs  and  Galen  Campus 
Total 

Chemical  Dependency  System: 
Galen  Campus' 
MCDC  Butte' 
Total 

Special  Services  System: 
Developmental  Disability  Program: 

Eastmont  Human  Services  Center 

Montana  Developmental  Center 
Total 

Veterans'  Nursing  Home  Program: 
Montana  Veterans'  Home 
Total 

Average  Daily  Caseloads  for  Community  Services:* 
Mental  Health  Community  Serv. 
Alcohol  and  Drug  Community  Serv.' 
Total 

TOTAL  DEPARTMENT 

'   Facilities  operated  under  contract  with  the  dept.  The  Missoula  Pre-release  Ctr.  opened  in  late  FY94. 
^  Figures  reflect  open  caseloads  on  last  day  of  fiscal  year. 

Swan  River  ceased  operating  as  an  incarceration  facility  at  the  end  of  FY93  and  began  operating  as  a  Boot  Camp  in  FY94. 
'   Galen  Campus  was  closed  at  the  end  of  FY93. 
'  Montana  Chemical  Dependency  Center  (MCDC)  was  opened  in  Butte  in  FY 94. 

Alcohol  and  Drug  Abuse  Division  Community  figures  do  not  include  family  members  in  treatment. 
'  Billings  and  Missoula  Life  Skill  Centers  were  privatized  in  FY94. 
'   Facilities  operated  under  Department  of  Family  Services  until  FY%. 

Source:    Compiled  by  the  Department  of  Corrections. 


Fiscal  Year 

1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

31.95 

47.31 

60.42 

72.85 

78.06 

9.27 

10.70 

7.29 

N/A 

N/A 

36.14 

58.09 

78.47 

93.68 

111.76 

38.31 

46.24 

52.15 

62.45 

69.31 

N/A 

N/A 

2.04 

26.79 

28.41 

25.06 

26.30 

20.89 

N/A 

N/A 

62.60 

54.48 

41.95 

52.57 

63.81 

4,175.00 

4,593.00 

4,769.92 

4,771.26 

4,992.88 

42.00 

53.80 

77.17 

110.37 

120.98 

1,192.13 

1,181.33 

1,189.11 

1,302.82 

1,388.26 

55.26 

43.26 

N/A 

N/A 

N/A 

N/A 

N/A 

28.52 

33.75 

24.40 

N/A 

N/A 

N/A 

N/A 

83.61 

N/A 

N/A 

N/A 

N/A 

46.57 

N/A 

N/A 

N/A 

N/A 

9.72 

N/A 

N/A 

N/A 

N/A 

3.78 

5.667.72 

6,114.51 

,6,327.93 

6.526.54 

7,021.55 

141.73 

134.63 

132.30 

138.42 

N/A 

340.88 

267.70 

202.69 

194.89 

N/A 

482.61 

402.33 

334.99 

333.31 

N/A 

72.70 

65.33 

N/A 

N/A 

N/A 

N/A 

N/A 

68.27 

66.93 

N/A 

,  72.70 

65.33 

68.27 

66.93 

N/A 

51.16 

48.57 

48.90 

48.68 

N/A 

123.33 

109.16 

112.21 

113.27 

N/A 

,  174.49 

157.73 

,  161.11 

161.95 

N/A 

118.26 

121.38 

118.25 

117.21 

N/A 

118.26 

121.38 

118.25 

117.21 

N/A 

6,703.00 

7,376.00 

8,420.00 

8,392.00 

N/A 

1,679.00 

1.391.00 

1,327.00 

1.205.00 

N/A 

8,382.00 

8.767.00 

9,747.00 

9.597.00 

N/A 

14,897.78 

15.628.28 

16,757.55 

16.802.94 

7,021.55 
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Prior  Audit  Recommendations 


Prior  Audit  ^^  performed  the  audit  of  the  Department  of  Corrections  and 

Recommendations  Human  Services  for  the  two  fiscal  years  ended  June  30,  1994.  The 

report  contained  2 1  recommendations.  Of  the  21  recommendations, 
20  are  partially  or  wholly  applicable  to  the  newly  created  Depart- 
ment of  Public  Health  and  Human  Services  (DPHHS).  We  addressed 
the  status  of  these  recommendations  in  a  separate  audit  report  (95SP- 
84 A)  and  concluded  the  depanment  implemented  13,  partially 
implemented  2,  and  did  not  implement  5  of  the  recommendations. 
These  recommendations  will  be  reviewed  during  the  DPHHS  audit 
for  the  two  fiscal  years  ending  June  30,  1997. 


Nine  of  the  21  recommendations  in  the  previous  repon  are  partially 
or  wholly  applicable  to  the  reorganized  Department  of  Corrections. 
Of  these  recommendations  the  department  implemented  eight  and 
partially  implemented  one.  The  recommendation  partially 
implemented  dealt  with  the  reconciliation  of  the  resident  account 
system  to  the  bank  statement.  This  issue  was  discussed  with 
department  management  and  is  not  included  in  this  audit  report. 


Page  9 


Page  10 


Findings  and  Recommendations 


Juvenile  Foster  Care  Foster  care  is  the  full-time  care  of  youth  in  residential  settings.  It 

provides  food,  shelter,  security  and  safety,  guidance,  direction,  and 
treatment  to  youth  who  are  removed  from  or  are  without  care  and 
supervision  of  their  parents  or  guardian.  Foster  care  is  funded  by 
the  state  General  Fund  and  federal  assistance  programs  and  is  the 
responsibility  of  the  Department  of  Public  Health  and  Human 
Services  (DPHHS).  The  Department  of  Corrections  (department) 
reimburses  DPHHS  for  foster  care  costs  related  to  juvenile  offenders 
assigned  to  the  department.  The  depanment  reimbursed  DPHHS  for 
$9.5  million  during  fiscal  year  1995-96.  Federal  Title  IV-A  and 
Title  rV-E  programs  account  for  $448,152  and  $275,989  of  the  total, 
respectively. 

The  federal  Title  IV-A,  Aid  to  Families  with  Dependent  Children 
(AFDC),  program  provides  emergency  assistance  for  the  costs  of 
benefits  or  services  provided  to  families  with  children  which  require 
assistance  either  in  their  home  or  in  alternative  living  arrangements. 
Eligibility  for  Title  IV-A  requires  documentation  that  an  emergency 
exists,  the  juvenile  has  lived  at  home  in  the  last  six  months,  and  all 
other  liquid  financial  resources  have  been  applied  to  the  emergency 
need.  These  funds  are  limited  to  364  days  or  less  for  situations 
involving  abuse,  neglect  or  delinquency.  As  of  January  1,  1996, 
these  funds  are  no  longer  available  for  benefits  or  services  provided 
to  children  in  the  juvenile  justice  system. 

The  federal  Title  IV-E  foster  care  program  provides  financial 
support  for  foster  care  services  for  eligible  juveniles.  To  be  eligible 
for  Title  IV-E  funding,  the  foster  care  juvenile  must  have  been 
removed  from  the  home  by  means  of  a  judicial  determination  or  a 
voluntary  placement  agreement.  The  judicial  determination  must  be 
made  within  six  months  of  the  juvenile's  removal  from  the  home. 
The  judicial  determination  must  contain  a  statement  that  reasonable 
efforts  were  made  to  prevent  removal  and  that  the  removal  is  in  the 
best  interest  of  the  juvenile.  In  addition,  the  juvenile  must  be 
eligible  for  AFDC  benefits. 

The  department  used  two  computer  systems  for  generating  foster 
care  payments  during  the  audit  period.  The  client  database  system 
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was  being  phased  out  as  the  new  system  was  phased  in.  The  new 
system.  Child  and  Adult  Protective  Services  System  (CAPS)  is  a 
computer  system  managed  by  DPHHS.  It  tracks  foster  care  services 
provided  on  behalf  of  all  juveniles  in  the  system.  Probation  and 
parole  officers  complete  initial  data  entry  into  CAPS  as  the  juvenile 
enters  foster  care.  Probation  officers  are  employed  by  the  courts 
while  parole  officers  are  department  employees.  The  officers  are 
responsible  for  identifying  when  services  began,  when  services  will 
end,  and  for  what  funding  source  the  juvenile  is  eligible.  DPHHS 
generates  payments  to  providers  based  on  the  information  in  CAPS. 
The  department  enters  the  CAPS  information  into  a  lotus  spreadsheet 
used  to  estimate  future  costs  and  track  services  paid.  The  depart- 
ment reimburses  DPHHS  for  services  provided  based  on  the  spread- 
sheet. The  flowchart  on  page  17  documents  the  complexity  of  the 
current  system. 

There  is  no  written  agreement  between  the  department  and  DPHHS 
detailing  areas  of  responsibility  over  the  accuracy  of  foster  care 
payments  and  compliance  with  federal  regulations.  This  increases 
the  likelihood  of  errors  because  there  is  no  clear  understanding  as  to 
who  is  responsible  for  what.  The  department  provided  services  to 
960  juveniles  during  fiscal  year  1995-96.  To  determine  the  accuracy 
of  foster  care  payments,  we  selected  a  sample  of  26  juveniles  from 
the  department's  lotus  spreadsheet.  We  reviewed  support  for  the 
services  paid  and,  where  appropriate,  we  verified  eligibility  for 
federal  funding.  We  identified  several  errors.  These  include 
nonpayment  of  services,  overpayment  for  services,  and  payments 
made  on  behalf  of  ineligible  juveniles.  The  following  list  details  the 
circumstances  surrounding  the  identified  errors. 

-      The  client  database  (used  prior  to  CAPS)  shows  services  for  a 
juvenile  ended  in  April  1996  even  though  the  juvenile  was  still 
in  foster  care  in  October  1996.  The  state  owes  the  facility 
$6,768  for  services  provided  to  this  juvenile  since  April  1996. 

For  one  juvenile,  the  department  shows  a  payment  is  due  to  the 
provider.  CAPS  does  not  indicate  the  payment  was  ever  made, 
but  the  provider  says  it  has  been  paid  for  services.  The 
department  has  not  reimbursed  DPHHS  for  these  services. 
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Since  the  depanment  pays  DPHHS  based  on  its  lotus  spread- 
sheet, errors  made  in  the  input  to  the  lotus  spreadsheet  affect 
the  amount  paid  to  DPHHS.   We  identified  two  input  errors 
that  impact  the  accuracy  of  the  spreadsheet.  The  depanment 
overstated  one  service  by  $60  on  its  spreadsheet.  The  second 
error  occurred  because  the  department  did  not  subtract  foster 
care  credits  from  the  amount  owed  DPHHS.  Foster  care 
credits  are  the  funds  collected  by  DPHHS  from  the  parents  of 
the  juveniles  in  foster  care.  Since  the  parents  have  already  paid 
for  the  services,  the  department  should  not  pay  for  these 
services.  The  department  overpaid  DPHHS  $74,660. 

For  one  juvenile,  payments  under  Title  IV-A  continued  through 
April  1996  even  though  eligibility  for  all  juvenile  offenders 
ended  December  31,  1995.  This  resulted  in  $7,444  of 
expenditures  incorrectly  charged  to  federal  funds. 

One  provider  was  paid  $14.09  per  day  when  the  rate  should 
have  been  $1 1 .09  per  day,  resulting  in  an  overpayment  of 
$178.  Payments  to  another  provider  at  an  incorrect  rate 
resulted  in  a  $5,481  underpayment.  When  DPHHS  attempted 
to  correct  this  situation  with  a  lump  sum  payment  to  the 
provider,  it  overpaid  by  $221. 

One  provider  was  paid  for  the  first  four  days  of  one  month 
from  the  client  database  and  again  from  CAPS.  This  resulted 
in  an  overpayment  of  $57. 

-      Two  juveniles  were  still  receiving  AFDC  benefits  under  their 
parents'  benefits,  which  made  them  ineligible  for  Title  IV-E 
foster  care.  This  resulted  in  $6,854  of  expenditures  being 
incorrectly  charged  to  Title  FV-E.  When  one  of  these  juveniles 
subsequently  became  eligible,  the  funding  source  was  changed 
to  General  Fund.  The  department  could  have  charged  an 
additional  $1,009  to  Title  FV-E  foster  care. 

For  one  juvenile,  charged  to  Title  IV-A,  we  requested  the 
support  that  showed  the  juvenile  was  eligible  for  Title  IV-A. 
After  six  weeks,  the  probation  officer  had  still  not  provided  the 
requested  information.  As  a  result,  we  were  are  unable  to 
determine  whether  this  juvenile  was  eligible  for  $949  of  care 
charged  to  Title  IV-A. 

Based  on  the  errors  discussed  above,  we  question  $8,393  and  $221 
of  Title  rV-A  (CFDA  #93.560)  in  fiscal  year  1995-96  and  1996-97, 
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respectively.  We  also  question  $7,031  and  $57  of  Title  IV-E  (CFDA 
#93.658)  in  fiscal  year  1995-96  and  1996-97,  respectively. 

Title  IV-E  and  Title  IV-A  funds  have  both  been  granted  by  the 
federal  government  to  DPHHS.  DPHHS  provides  these  funds  to  the 
department  to  cover  the  foster  care  payments  made  on  behalf  of 
eligible  juveniles. 

Due  to  the  complexity  of  federal  regulations  and  the  complicated 
interactions  between  the  depanment  and  DPHHS,  the  two 
departments  should  enter  into  a  written  agreement.  This  agreement 
should  indicate  the  responsibility  of  each  party  and  state  how 
compliance  with  federal  regulations  will  be  documented.  The 
department  should  also  work  with  DPHHS  to  streamline  the  foster 
care  payment  process.  The  depanment  could  avoid  the  duplicate 
data  entry  and  streamline  the  flow  of  funds.  The  following 
paragraphs  outline  available  options. 

One  option  to  prevent  duplicate  data  entry  would  be  to  obtain 
computer  software  that  downloads  data  from  CAPS  into  a  lotus 
spreadsheet.  The  department  would  still  have  to  manipulate  the  data 
once  it  is  in  the  spreadsheet.  The  software  is  limited  to  data  already 
available  in  existing  CAPS  reports.  The  software  is  available  from 
the  Department  of  Administration's  Information  Services  Division  at 
no  cost.  Another  option  includes  modifying  CAPS  to  provide  the 
department  with  the  information  it  needs  to  make  accurate 
projections  and  review  past  activity.  This  information  could  be  in 
either  a  hard  copy  report  or  an  electronic  file.  CAPS  modifications 
would  cost  approximately  $7,800  according  to  DPHHS  personnel. 
Either  option  eliminates  the  duplicate  data  entry  currently  taking 
place.  This  should  increase  the  amount  of  personnel  time  available 
for  other  priorities  identified  by  management. 

As  shown  in  figure  1  on  page  17,  DPHHS  pays  for  all  foster  care 
services,  and  the  department  then  reimburses  DPHHS  for  its  share 
with  General  Fund  and  federal  foster  care  money  transferred  from 
DPHHS  to  the  department.  The  department  and  DPHHS  should 
explore  options  to  reduce  the  number  of  accounting  transactions 
between  them  and  streamline  the  flow  of  funds. 
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The  two  departments  could  establish  a  shared  account  that  would 
allow  DPHHS  to  record  the  federal  expenditures  directly  on  each 
department's  accounting  records.  This  process  would  eliminate  the 
transfer  of  federal  money  from  DPHHS  to  the  department  and  the 
subsequent  transfer  from  the  department  to  DPHHS.  A  minor  CAPS 
modification  is  necessary  to  accomplish  this. 

Another  option  is  a  CAPS  modification  allowing  department 
personnel  to  control  the  payment  release  function  for  juvenile 
offenders  and,  thus,  to  record  payments  directly  to  the  department's 
accounting  records.  Department  personnel  would  verify  the 
accuracy  of  payments  being  made. 

According  to  DPHHS  personnel,  the  modifications  to  CAPS 
discussed  in  the  two  preceding  paragraphs  would  cost  approximately 
$2,600  -  $32,000,  depending  on  the  exact  nature  of  the  modifica- 
tions. Either  of  these  options  would  reduce  the  number  of  account- 
ing transactions  processed,  and  would  have  prevented  several  of  the 
errors  noted  above.  Figure  2  on  page  18  shows  the  foster  care 
payment  process  if  the  options  to  modify  CAPS  were  adopted. 

Since  responsibility  for  juvenile  offenders  was  transferred  to  the 
department  in  July  1995,  this  is  a  relatively  new  process.  Correa- 
ions  personnel  indicated  they  had  difficulty  identifying  the  juveniles 
for  which  they  were  responsible.  CAPS  was  also  phased  in  to 
operation  during  fiscal  year  1995-96,  causing  additional  confusion 
for  officers  in  the  field.  Corrections  personnel  recognize  the  current 
process  is  not  the  best,  but  they  believe  they  have  done  well 
considering  the  complicated  nature  of  foster  care  and  the  depart- 
mental reorganizations. 
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Recommendation  H 

We  recommend  the  department: 

A.  Implement  procedures  to  ensure  compliance  with  federal 
regulations  and  the  accuracy  of  foster  care  payments. 

B.  Work  with  the  Department  of  Public  Health  and  Human 
Services  to  simplify  the  process  for  foster  care  payments. 
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Figure  1 
Current  Flow  of  Foster  Care  Money 

(Compiled  by  the  Legislative  Audit  Division) 
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Figure  2 
Possible  Flow  of  Foster  Care  Money 

(Compiled  by  the  Legislative  Audit  Division) 
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Out-of-State  Travel  State  law  and  Administrative  Rules  of  Montana  (ARMs)  set  forth 

guidelines  for  employee  travel.  The  ARMs  specify  that  when  an 
employee  travels  out-of-state  the  employee  may  be  reimbursed  for 
lodging  based  on  actual  costs  not  to  exceed  $50  per  night  plus  tax. 
There  is  an  exception  for  cities  that  have  been  designated  by  the 
Department  of  Administration  as  "high  cost  cities."  The  employee 
will  be  reimbursed  based  on  actual  costs  regardless  of  the  amount  for 
lodging  in  those  cities. 

During  our  audit,  we  identified  a  situation  where  an  employee  was 
reimbursed  $61  plus  tax  for  a  hotel  room  in  Cedar  City,  Utah. 
Cedar  City  has  not  been  designated  as  a  high  cost  city  and  the 
employee  was  entitled  to  only  $50  plus  tax.  The  department  over 
reimbursed  the  employee  by  $1 1.  We  reviewed  12  additional  out-of- 
state  travel  vouchers  for  lodging  claims.  We  identified  three 
additional  instances  resulting  in  excess  reimbursements  totaling 
$111.  We  also  identified  one  receipt  for  lodging  in  a  high  cost  city 
that  shows  the  room  rate  as  $59  plus  tax  which  was  approximately 
$2.  A  total  of  $81  was  reimbursed  to  the  employee.  The  depart- 
ment was  unable  to  explain  the  additional  $20. 

The  department  has  procedures  for  approving  travel  vouchers.  The 
employee's  supervisor  must  sign  the  travel  voucher  to  approve  the 
travel.  Accounting  personnel  then  review  the  travel  voucher  for 
compliance  with  state  travel  laws.  These  controls  should  have 
prevented  the  above  errors.  After  we  brought  this  to  the 
department's  attention,  management  found  additional  errors  which 
indicate  a  system  problem,  not  isolated  errors  as  was  originally 
thought.  The  department  should  periodically  remind  employees  and 
supervisors  of  the  travel  laws  and  regulations.  These  reminders  can 
be  in  the  form  of  memoranda,  training  sessions,  or  staff  meetings. 

Recommendation  #2 

We  recommend  the  department  ensure  its  employees  are  aware  of 
and  comply  with  travel  laws  and  regulations. 
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INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department  of  Corrections  for  the  fiscal  year  ended 
June  30,  1996,  and  the  accompanying  financial  schedules  of  the  Department  of  Corrections  and  Human  Services 
for  the  fiscal  year  ended  June  30,  1995,  as  shown  on  pages  A-5  through  A-27.  The  information  contained  in  these 
financial  schedules  is  the  responsibihty  of  the  department's  management.  Our  responsibihty  is  to  express  an 
opinion  on  these  financial  schedules  based  on  owi  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards  require  that  we 
plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial  schedules  are  free  of  material 
misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the 
financial  schedules.  An  audit  also  includes  assessing  the  accoimting  principles  used  and  significant  estimates  made 
by  management,  as  well  as  evaluating  the  overall  financial  schedule  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1 ,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of  accounting  other  than 
generally  accepted  accoimting  principles.  The  schedules  are  not  intended  to  be  a  complete  presentation  and 
disclosure  of  the  department's  assets,  liabihties,  and  cash  flows. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material  respects,  the  results  of 
operations  and  changes  in  fund  balances  and  Property  Held  in  Trust  of  the  Department  of  Corrections  for  the  fiscal 
year  ended  Jime  30,  1996,  and  the  Department  of  Corrections  and  Human  Services  for  the  fiscal  year  ended 
June  30,  1995  in  conformity  with  the  basis  of  accounting  described  in  note  1. 

Our  audit  was  made  for  the  piupose  of  forming  an  opinion  on  the  financial  schedules  taken  as  a  whole.  The 
Schedules  of  Additions  and  Deductions  to  Agency  Fund  Property  Held  in  Trust  on  pages  A-31  and  A-33  are 
presented  for  purposes  of  additional  analysis.   Such  information  has  been  subjected  to  the  auditing  procedures 
apphed  in  the  audit  of  the  financial  schedules  and,  in  oiu:  opinion,  is  fairly  presented  in  all  material  respects  in 
relation  to  the  financial  schedules  taken  as  a  whole. 


Respectfully  submitted. 


Jahes  GiUett,  CPA 
Deputy  Legislative  Auditor 


December  13,  1996  Page  A-3 

Room  135,  State  Capitol  Building  PO  Box  201705  Helena,  MT  59620-1705 
Phone  (406)  444-3 1 22     FAX  (406)  444-9784     E-Mail  lad@mt.gov 
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DEPARTMENT  OF  CORRRCTIONS 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES  &  PROPERTY  HELD  IN  TRUST 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1996 


FUND  BALANCE:    July  1,  1995 
PROPERTY  HELD  IN  TRUST:  July  1,  1995 

ADDITIONS 

Fiscal  Year  1995-96 

Budgeted  Revenues  &  Transfers-In 

Nonbudgeted  Revenues  &  Transfers-In 

Prior  Year  Revenues  Adjustments 

Direct  Entries  to  Fund  Balance 

Support  From  State  of  Montana 

Additions  to  Property  Held  in  Trust 
Total  Additions 

REDUCTIONS 

Fiscal  Year  1995-96 

Budgeted  Expenditures  &  Transfers-Out 

Prior  Year  Expenditures 

Nonbudgeted  Expenditures  &  Transfers-Out 

Prior  Year  Expenditure  Adjustments 

Nonbudgeted  Prior  Year  Expenditure  Adjustments 

Cash  Transfers-Out 

Direct  Entries  to  Fund  Balance 

Reductions  from  Property  Held  in  Trust 
Total  Reductions 

FUND  BALANCE:      June  30,  1996 
PROPERTY  HELD  IN  TRUST:  June  30,  1996 


General 
Fund 

Special 

Revenue 

Funds 

Enterprise 
Funds 

Intemal 

Service 

Funds 

$_ 

Agency 
Funds 

;                  0 

$      1,508,637 

$      8,532,480 

$       140,463 

673,064 

3 

2,466,942 

4,673,655 

346,087 

9,112 

(6.333) 

5,000 

515 

1,314,062  ' 

54,312,038 

55,635,215 


55,638,258 
(79,401) 

76,358 


55,635,215 


2,460,609 


2,499,269 


(8,981) 


1,256,313 


3,746,601 


4,678,655 


4,470,519 

(238,783) 
(1,429) 
(6,550) 

794,371  ^ 


5,018,128 


346,602 


324,803 

(6,042) 
62 


318,823 


1,948,748 
1,948,748 


$    222,645     $   8,193,007     $   168,242 


2,434,513 
2,434,513 


$         187,299 


See  note  6  on  page  A-26. 

2 

See  note  5  on  page  A-25. 
This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-23. 
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DF.PARTMENT  OF  CORRECTIONS 

SCHEDULE  OF  TOTAL  REVENUES.  TRANSFERS-IN  &  OTHER  ADDITIONS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1996 


TOTAL  REVENUES  BY  CLASS 

Charges  for  Services 

Federal  Indirect  Cost  Recoveries 

Sale  of  Documents  &  Merchandise 

Rentals,  Leases  &  Royalties 

Miscellaneous 

Grants,  Contracts  &  Donations 

Other  Financing  Sources 

Federal 
Total  Revenues 


General 
Fund 

$  3 

12 


8,702 
398 


9,115 


Special 

Revenue 

Funds 

$  162,376 

860,364 
2,564 

24,330 

345,003 

1,065,972 

2,460,609 


Enterprise 
Funds 


$      4,678,655 


Internal 

Service 

Funds 


$      346,602 


Total 


4,678,655 


346,602 


162,379 

12 

5,885,621 

2,564 

8,702 

24,728 

345,003 

1,065,972 

7,494,981 


Less:    Nonbudgeted  Revenues 

Prior- Year  Revenue  Adjustments 
Actual  Budgeted  Revenues 

Estimated  Revenues 
Budgeted  Revenues  Over  (Under)  Estimated 


9,112 

3 
2,730 


(6,333) 


2,466,942 
2,772,219 


5,000 


4,673,655 
4,755,946 


515 


346,087 
407,296 


$      (2,727)  $        (305,277)  $  (82,291)  $       (61.209) 


9,112 
(818) 


7,486,687 
7,938,191 


(451,504) 


BUDGETED  REVENUES  OVER  (UNDER)  ESTIMATED  BY  CLASS 

Charges  for  Services 

Investment  Earnings 

Sale  of  Documents  &  Merchandise 

Rentals,  Leases  &  Royalties 

Miscellaneous 

Grants,  Contracts  &  Donations 

Other  Financing  Sources 

Federal 
Budgeted  Revenues  Over  (Under)  Estimated 


$ 

(197) 
(30) 

$         (72,924) 

$         (73,121) 
(30) 

(15,967) 

$ 

(81,189) 

$       (61,209) 

(158,365) 

(2,500) 

(5,949) 

(1,825) 
95,003 
(303,615) 

(1,102) 

(8,449) 
(1,102) 
(1,825) 
95,003 
(303,615) 

$      (2,727)  $        (305,277)  $  (82,291)  $       (61,209)  $        (451,504) 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accoimting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-23. 
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DEPARTMENT  OF  CORRECTIONS  &  HUMAN  SERVICES 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES  &  PROPERTY  HELD  IN  TRUST 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1995 


FUND  BALANCE:    July  1,  1994 
PROPERTY  HELD  IN  TRUST:  July  1,  1994 


General 
Fund 

$_ 

Special 

Revenue 

Funds 

Enterprise 
Funds 

Internal 

Service 

Funds 

$_ 

Agency 
Funds 

;                  0 

1,560,822 

$      8,296,426 

$       122,793 

675,348 

ADDITIONS 

Fiscal  Year  1994-95 

Budgeted  Revenues  &  Transfers-In 

Nonbudgeted  Revenues  &  Transfers-In 

Cash  Transfers  In 

Prior  Year  Revenues 

Prior  Year  Revenue  Adjustments 

Prior  Year  Transfer-In  Adjustments 

Direct  Entries  to  Fimd  Balance 

Support  From  State  of  Montana 

Additions  to  Property  Held  in  Trust 

Total  Additions 


16,532,565 

10,533,482 

3,938,899 

156,880 

3,521 

2,885,444  ' 

248,679 

29,463 

845,666 

(64,454) 

78 

4,432 

4,252 

161.781 

2,228 

62,807,842 

80,347,385 

13,553,489 

4,189,884 

338,812 


338,812 


4,039,071 
4,039,071 


REDUCTIONS 

Fiscal  Year  1994-95 

Budgeted  Expenditures  &  Transfers-Out 

Prior  Year  Expenditures 

Nonbudgeted  Expenditures  &  Transfers-Out 

Prior  Year  Expenditure  Adjustments 

Nonbudgeted  Prior  Year  Expenditure  Adjustments 

Direct  Entries  to  Fund  Balance 

Reductions  from  Property  Held  in  Trust 
Total  Reductions 

FUND  BALANCE:      June  30,  1995 
PROPERTY  HELD  IN  TRUST:   June  30,  1995 


79,913,383 

13,666,142 
13.768 

4,220,486 

322,555 

(179,133) 

775 

112,131 

(74,236) 

(3,715) 

49 

(83,808) 

(2,237) 

321,871 

80,347,385 

13,605,674 

3,953,830 

321,142 

;                  0 

$         1,508,637 

$      8,532,480 

$       140,463 

4,041,355 
4,041,355 


673,064 


See  note  5  on  page  A-25. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-23. 
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nFPARTMHNT  OF  CORRECTIONS  &  HUMAN  SERVICES 

SCHEDULE  OF  TOTAL  REVENUES.  TRANSFERS-IN  <^  OTHF.R  ADDITIONS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1995 


TOTAL  REVENUES  BY  CLASS 

Charges  for  Services 

Federal  Indirect  Cost  Recoveries 

Sale  of  Documents  &  Merchandise 

Rentals,  Leases  &  Royalties 

Miscellaneous 

Grants,  Contracts  &  Donations 

Other  Financing  Sources 

Federal 
Total  Revenues 


Special 

Internal 

General 

Revenue 

Enterprise 

Service 

Fund 

Funds 

Funds 

Funds 

Total 

.       17,302,525 

$         1,630,322 

$        71,648 

$       19,004,495 

592 

592 

1,533 

1,000,095 

$      3,937,947 

267,164 

5,206,739 

66,808 

66,808 

36,488 

1,030 

37,518 

200 

25,165 

25,365 

131,397 

138,859 
7,682,360 

270,256 
7,682,360 

17,539,543 


10,476,801 


3,938,977 


338,812 


32,294,133 


Less:         Nonbudgeted  Revenues 

Prior- Year  Revenue  Adjustments 
Actual  Budgeted  Revenues 

Estimated  Revenues 
Budgeted  Revenues  Over  (Under)  Estimated 

BUDGETED  REVENUES  OVER  (UNDER)  ESTIMATED  BY  CLASS 

Charges  for  Services 

Sale  of  Documents  &  Merchandise 

Rentals,  Leases  &  Royalties 

Miscellaneous 

Grants,  Contracts  &  Donations 

Other  Financing  Sources 

Federal 
Budgeted  Revenues  Over  (Under)  Estimated 


156,880 
850,098 


16,532,565 
16,535,540 


(2.975) 


3,521 
(60,202) 


10,533,482 
11,747,134 


78 


3,938,899 
3,855,800 


338,812 
375,562 


160,401 
789,974 


31,343,758 
32,514,036 


(2,975)    $   (1,213,652)    $     83.099    $   (36.750)    $   (1,170,278) 


(1,198) 

$                  (892) 

$        46,086 

$ 

43,996 

(167) 

(2,325) 

$ 

86,947 

(82,836) 

1,619 

(822) 

(822) 

(788) 

(2,044) 

(56,968) 

(1,151,423) 

(3.848) 

(4,636) 

(2,044) 

(56,968) 

(1,151,423) 

$   (1.213.652)    $     83.099    $   (36.750)    $   (1.170.278) 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  begiiming  on  page  A-23. 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1996 


Summary  of  Significant 
Accounting  Policies 


Basis  of  Accounting 


The  department  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy,  for  its  Governmental  and  Agency 
Funds.  In  applying  the  modified  accrual  basis,  the  department 
records: 


Revenues  when  it  receives  cash  or  when  receipts  are  measurable 
and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department  incurs 
the  related  liability  and  it  is  measurable. 

State  accounting  policy  also  requires  the  department  to  record 
the  cost  of  employees'  annual  leave  and  sick  leave  when  used  or 
paid. 

The  department  uses  accrual  basis  accounting  for  Proprietary  Funds. 
Under  the  accrual  basis,  as  defined  by  state  accounting  policy,  the 
department  records  revenues  in  the  accounting  period  earned  if 
measurable  and  records  expenses  in  the  period  incurred,  if 
measurable. 


Basis  of  Presentation 


Expenditures  and  expenses  may  include:  entire  budgeted  service 
contracts  even  though  the  department  received  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order  before 
fiscal  year-end,  but  not  received  as  of  fiscal  year-end;  and  equipment 
ordered  with  a  purchase  order  before  fiscal  year-end. 

The  financial  schedule  format  is  in  accordance  with  the  policy  of  the 
Legislative  Audit  Committee.  For  audit  reports  issued  after  July  1, 
1996,  the  Legislative  Audit  Committee  approved  a  new  financial 
schedule  presentation  for  inclusion  in  agency  audit  reports.  The 
schedules  now  include  nonbudgeted  revenue  and  expenditure  activity 
and  prior  year  revenue  and  expenditure  adjustments  for  all  financial 
schedules  presented.  In  addition,  financial  activity  for  agency  funds, 
if  applicable  to  the  agency,  is  included  in  the  Schedule  of  Changes  in 
Fund  Balance  and  Property  Held  in  Trust.    The  financial  schedules 
are  prepared  ft'om  the  Statewide  Budgeting  and  Accounting  System 
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without  adjustment.  Accounts  are  organized  in  funds  according  to 
state  law.  The  department  uses  the  following  funds: 


Governmental  Funds 


General  Fund  -  to  account  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund. 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific  revenue 
sources  legally  restricted  to  expenditures  for  specific  purposes. 
Department  Special  Revenue  Funds  include  federal  assistance. 
Veterans'  Administration  reimbursement,  cigarette  tax  and  related 
expenditures  for  veterans'  care,  canteen  activity,  and  donations. 


Proprietary  Funds 


Enterprise  Fund  -  to  account  for  operations  (a)  financed  and 
operated  in  a  manner  similar  to  private  business  enterprises,  where 
the  legislature  intends  that  the  department  finance  or  recover  costs 
primarily  through  user  charges;  or  (b)  where  the  legislature  has 
decided  that  periodic  determination  of  revenues  earned,  expenses 
incurred  or  net  income  is  appropriate.  Department  Enterprise  Funds 
include  the  ranch  and  industries  programs  at  the  Montana  State 
Prison,  and  the  industries  program  at  the  Women's  Correctional 
Center. 


Internal  Service  Fund  -  to  account  for  providing  goods  or  services 
to  other  agencies  or  departments  on  a  cost-reimbursement  basis.  The 
department's  Internal  Service  Fund  is  the  Montana  State  Prison 
Industries  Training  Program. 


Fiduciary  Funds 


Trust  and  Agency  Funds  -  to  account  for  assets  held  by  the  state  in 
a  trustee  capacity  or  as  an  agent  for  individuals,  private  organiza- 
tions, other  governments  or  other  funds.  Department  fiduciary 
funds  include  moneys  belonging  to  residents  of  facilities  and  damage 
deposits  for  department  housing. 


Page  A-24 


Notes  to  the  Financial  Schedules 


Annual  and  Sick  Leave 


Department  employees  accumulate  both  annual  and  sick  leave.  The 
department  pays  employees  for  100  percent  of  unused  annual  and 
25  percent  of  unused  sick  leave  credits  upon  termination.  Accumu- 
lated unpaid  liabilities  for  annual  and  sick  leave  are  not  reflected  in 
the  accompanying  financial  schedules.  In  the  Proprietary  Funds,  the 
increase  in  annual  and  25  percent  of  the  increase  in  sick  leave  are 
recognized  as  nonbudgeted  expenses  when  the  related  liability  is 
recorded  at  year-end.  The  department  absorbs  expenditures  for 
termination  pay  in  its  annual  operational  costs.  At  June  30,  1995 
and  at  June  30,  1996,  the  department  had  a  liability  of  $5,165,699 
and  $3,257,189,  respectively. 


Pension  Plan 


Employees  are  covered  by  either  the  Montana  Public  Employees' 
Retirement  System  (PERS)  or  the  Teachers'  Retirement  System 
(TRS).  The  department's  contributions  to  PERS  and  TRS  were 
$2,799,277  in  the  Governmental  Funds  and  $54,533  in  the 
Proprietary  Funds  in  fiscal  year  1994-95  and  $1,479,680  in  the 
Governmental  Funds  and  $67,162  in  the  Proprietary  Funds  in 
fiscal  year  1995-96. 


General  Fund  Balance 


The  General  Fund  is  a  statewide  fiind.  The  department  does  not 
have  a  separate  General  Fund  since  its  only  authority  is  to  pay 
obligations  ft-om  the  statewide  General  Fund  within  its  appropriation 
limits.  Thus,  on  the  department's  schedules,  the  General  Fund 
begiiming  and  ending  fund  balance  will  always  be  zero. 


Cash  Transfers 


Cash  Transfers  are  the  net  of  cash  transfers-in  and  cash  transfers-out. 
In  fiscal  year  1994-95  the  department  received  net  cash  transfers-in 
of  $2,885,444  in  the  Special  Revenue  Fund.  The  majority  of  these 
transfers  represent  earmarked  alcohol  tax  money  used  for  the  treat- 
ment of  alcoholism;  cigarette  tax  revenue  used  to  fund  the  operation 
of  the  Montana  Veterans'  Home  in  Columbia  Falls;  and  federal 
funds  transferred  to  Architecture  and  Engineering  for  the  construc- 
tion of  the  Eastern  Montana  Veterans'  Home.  In  fiscal  year  1995-96 
the  department  had  cash  transfers-out  of  $794,371  in  the  Enterprise 
Fund.  Funds  transferred  to  Architecture  and  Engineering  for 
construction  expenses  related  to  a  new  prison  dormitory.  The 
significant  difference  in  cash  transfer  activity  between  fiscal  year 
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1994-95  and  1995-96  relates  to  the  reorganization.  See  Note  6  for 
more  information  on  the  reorganization. 


Statewide  Reorganization  Chapter  546,  1995  Laws  of  Montana,  reorganized  delivery  of  human 

services  programs  by  creating  a  new  Department  of  Public  Health 
and  Human  Services  (DPHHS)  and  changing  the  mission  of  the 
Department  of  Corrections.  On  July  1,  1995  the  following  three 
divisions  and  one  bureau  were  transferred  to  the  DPHHS:  Mental 
Health  Division,  Alcohol  and  Drug  Abuse  Division,  Special  Services 
Division,  and  Reimbursements  Bureau.  In  addition  the  Department 
of  Corrections  assumed  all  Juvenile  Correction  Programs  from  the 
former  Department  of  Family  Services  (DFS).  The  impact  of  this 
reorganization  results  in  significant  differences  between  the  fiscal 
years  1994-95  and  1995-96  financial  schedules  as  summarized 
below. 

(1)  (2) 

FY  94-95  FY  95-96 

Expenditures  $59,780,384  $16,270,571 

Revenues  $26,017,423  $1,321,840 

(1)  Amounts  related  to  activity  included  in  fiscal  year  1994-95 
financial  schedules  but  not  fiscal  year  1995-96  because  of 
divisions  and  bureau  transferred  from  the  department  to 
DPHHS. 

(2)  Amounts  related  to  activity  included  in  fiscal  year  1995-96 
financial  schedules  but  not  fiscal  year  1994-95  because  of  the 
program  transferred  from  DFS  to  the  department. 

In  addition,  the  fiscal  year  1995-96  direct  entries  to  fund  balance  of 
$1,314,062  in  the  General  Fund  and  $1,256,313  in  the  Special 
Revenue  Fund  are  due  primarily  to  the  reorganization.  Fund 
balance  was  the  offset  for  accounts  transferred  from  the  department 
to  DPHHS  and  from  DFS  to  the  department. 
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Agency  Reorganization 


During  fiscal  year  1995-96  the  department  reorganized  its  programs 
after  the  statewide  reorganizations  discussed  in  note  6.  The  depart- 
ment's Operations,  Corrections,  and  Juvenile  Justice  programs  were 
reorganized  into  the  following  four  programs:  Administrative  and 
Support  Services,  Community  Corrections,  Secure  Facilities,  and 
Montana  Correctional  Enterprises. 


Foster  Care  Payments 


The  department  expended  approximately  $9.5  million  in  foster  care 
payments  during  fiscal  year  1995-96.  Approximately  $1.5  million 
of  these  expenditures  were  paid  as  part  of  a  department  contract  and 
as  a  result  are  included  on  the  fiscal  year  1995-96  Schedule  of  Total 
Expenditures,  Transfers-Out  and  Other  Reductions  by  Object  by 
Program  on  page  A-1 1  as  "Services"  under  operating  expenses.  The 
remaining  $8  million  of  foster  care  payments  are  included  under 
"Benefits  and  Claims." 
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nFPARTMFNT  OF  CORRECTIONS 
SCHFOULE  OF  ADDITIONS  A  OFDIJCTIONS  TO  AGENCY  FUND  PROPERTY  HELD  IN  TRUST 

FOR  THF  FISCAL  YEAR  ENDED  JUNE  30.  1996 


Women's 

Montana 

Central 

Correctional 

State 

Office 

Center 

Prison 

Swan  River 

Correctional 

Treatment 

Center 


Pine 

HUls 

School 


Montana 

Youth 

Alternatives 


Totals 


Property  Held  in  Trust  Balance  at  July  1,  1995  $ 

ADDITIONS. 

To  Facility's  Inmate/Patient/Resident  Accounts 
TOTAL  ADDITIONS 

DEDUCTIONS: 

To  Facility's  Inmate/Patient/Resident  Accounts 
TOTAL  DEDUCTIONS 

Property  Held  in  Trust  Balance  at  June  30,  1996  $ 


100 


(100) 


(100) 


$ 

9,331 

119,335 

119,335 

(123,297) 

(123.297) 

$_ 

5,369 

229,232 


1,788,278 
1,788,278 


(1,844,996) 
(1,844,996) 

172.514  $ 


4,497         $ 


4,447 


4,447 


(5,005) 


(5,005) 


3.939 


3.865  $ 


31.012 
31,012 


(31,012) 
(31.012) 


3,865 


1,667  $ 


144 


144 


(199) 


(199) 


1.612 


248,692 


1,943.216 
1,943.216 


(2,004,609) 
(2,004,609) 


187,299 


These  July  1 ,  1995  Prof)erty  Held  in  Trust  Balances  are  included  in  the  figure  reported  as  Additions  to  Property  Held  in  Trust  on  the  Schedule  of  Changes  in  Fimd  Balances  and  Property  Held  in  Trust  for 
the  Fiscal  Year  Ended  June  30,  1996.  The  responsibility  for  these  agency  fimds  was  transferred  to  the  Department  of  Corrections  on  July  1.  1995  from  the  former  Department  of  Family  Services. 


This  schedule  is  prepared  from  the  statewide  Budgeting  and  Accoimting  System  and  department  records. 
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nFPARTMF.NT  OF  CORRECTIONS  &  HUMAN  SERVICES 

SCHEDin.F.  OF  ADDITIONS  *  PFDI ICTIONS  TO  AGENCY  RJI^  PROPERTY  HELD  IN  TRUST 

FOR  THE  FISrAl,  YEAR  ENDED  JUNE  30,  1995 


Property  Held  in  Trust  Balance  at  July  1 ,  1 994 

ADDITIONS: 

To  Facility's  Inmale/Patieni/Resideni  Accounts 
Housing  Deposits  and  Self-Pay  Insurance 

TOTAL  ADDITIONS 

DEDUCTIONS: 

To  Facility's  Inmate/Patienl/Resident  Accounts 
HousingDeposits  and  self-Pay  Insurance 

TOTAL  DEDUCTIONS 

Property  Held  in  Trust  Balance  at  June  30,  1995 


Cenu-al 
Office 

Women's 

Correctional 

Center 

$ 

Montana 
Developmental 
Center          ' 

$ 

Center  for 
the  Aged  ^ 

102,431 

$  _ 

Eastmont 
Human 
Services 
Center      ' 

$ 

Montana 
State 
Prison 

$ 

Swan  River 

Correctional 

Treatment 

Center 

$ 

Montana 
Veterans' 
Home       ' 

$  _ 

Montana 

State 
Hospital     ' 

65,167 

$ 

Montana 
Chemical 
Dependency 
Center        ' 

$ 

Totals 

$            100 

$              5,075 

80,459 

36,034 

233,382 

4,936 

144,414 

3,350 

675,348 

71,998 

434,532 

616,400 

228,155 

1,755,435 

24,344 

537,744 

356.592 

8,822 
365,414 

5,049 

4,030,249 
8,822 

71,998 

434,532 

616,400 

228,155 

1,755,435 

24,344 

537,744 

5,049 

4,039,071 

(67,742) 

(447,012) 

(621,618) 

(227,780) 

(1,759,585) 

(24,783) 

(509,843) 

(369,349) 

(9,121) 

(378,470) 

(4,522) 

(4,032.234) 
(9,121) 

(67,742) 

(447,012) 

(621,618) 

(227,780) 

(1,759,585) 

(24,783) 

(509,843) 

(4,522) 

(4,041,355) 

;            100 

$              9,331 

$  . 

67,979 

$ 

97,213 

$. 

36,409 

$. 

229,232 

$ 

4,497 

$ 

172,315 

$  . 

52,111 

$ 

3,877 

$, 

673,064 

The  Property  Held  In  Trust  Balances  at  June  30,  1995  are  included  in  the  figure  reported  as  Reductions  from  Property  Held  in  Trust  on  the  Schedule  of  Changes  in  Fund  Balances  and  Property  Held  in  Trust  for  the  Fiscal  Year 
Ended  June  30,  1996.  The  responsibility  for  these  agency  funds  was  transferred  to  the  Department  of  Public  Health  and  Human  Services  on  July  1,  1995. 


This  schedule  is  prepared  from  the  statwide  Budgeting  and  Accounting  System  and  department  records. 
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DEPARTMENT  OF  CORRECTIONS 


MARC  RACICOT.  GOVERNOR 


1539  UTH  AVENUE 


STATE  OF  MONTANA 


(406)  444-3930 
FAX:  (406)  444  4920 


February  21,  1997 

RE:      Responses  to  Legislative  Audit  Recommendations 


Mr.  Scott  Seacat 
Legislative  Auditor 
Legislative  Audit  Division 
Capitol  Station 
Helena,  Montana  59620 

Dear  Mr.  Seacat: 


PO  BOX  201301 
HELENA,  MONTANA  59620-1301 


,     d    Ud    !£ 


JT 


-.! 


I; 


lUUj    FEB  2  I  1997 
I      I 

~/M—  .       IT''"         »»"%' 


'Mi: 


Attached  are  the  Department's  responses  to  the  Legislative  Audit  Recommendations  contained  in 
the  Financial  Compliance  Audit  For  the  Two  Fiscal  Yeeirs  Ended  June  30,  1996.  The 
Department  intends  our  responses  to  reflect  the  cooperative  spirit  between  our  agencies  which 
was  evident  during  the  audit. 

I  appreciate  the  professionalism  exhibited  by  your  staff  while  conducting  this  audit,  and  I  look 
forward  to  continued  cooperation. 


RICK  DA 
Director 


RD:bf 

Attachment 


g:\fiscal\audit\auditrec.956 
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"AN  EQUAL  OPPORTUNITY  EMPLOYER- 


DEPARTMENT  OF  CORRECTIONS 

AUDIT  RECOMMENDATION  RESPONSE 

FINANCIAL  COMPLIANCE  AUDIT  FOR  THE  FISCAL  YEARS  ENDED  JUNE  30.  1996 

Recommendation  #1: 

We  Recommend  the  department: 

A.  Implement  procedures  to  ensure  compliance  with  federal  regulations  and  the  accuracy 
of  foster  care  payments. 

B.  Work  with  the  Department  of  Public  Health  and  Human  Services  to  simplify  the 
process  for  foster  care  payments. 

Response: 

1  A.       Concur.     As  of  December  1 6,  1 996,  the  department  has  assigned  a  1 .00  FTE  to  ensure 
federal  compliance  regarding  juvenile  placement  funds;  to  reconcile  all  juvenile 
placement  fund  payments  made  by  DPHHS  on  behalf  of  the  department;  and  to  prepare 
monthly  status  reports  and  year-end  projections  of  these  funds.  These  status  reports  are 
distributed  monthly  to  the  regional  supervisors  and  to  all  juvenile  parole  officers  and 
greatly  assists  them  in  managing  the  amount  and  length  of  all  juvenile  placements  made 
and/or  contemplated.  The  department  has  also  requested  in  the  Executive  Budget  the 
addition  of  4.00  Financial  Specialist  FTE  to  assist  in  technical  compliance  functions  as 
well  as  maximize  all  possible  funding  sources  associated  with  juvenile  placement. 

Additionally,  when  this  department  completes  the  final  FY96  reconciliation  of  juvenile 
placement  fund  payments  with  DPHHS,  the  federal  funds  questioned  in  the  audit  will  be 
adjusted  accordingly. 

IB.       Concur.  On  February  13,  1997,  the  Department  of  Public  Health  and  Human  Services 
and  the  Department  of  Corrections  formulated  a  plan  to  simplify  the  juvenile  placement 
fund  payment  process.  As  a  result  of  this  meeting,  a  modification  to  CAPS  was 
requested.  When  implemented,  this  modification  will  allow  the  department  to  control  the 
payment  release  function  for  juvenile  offenders  and  record  payments  directly  to  the 
department's  accounting  records,  thereby  greatly  simplifying  the  payment  process. 


Recommendation  #2; 

We  recommend  the  department  ensure  its  employees  are  aware  of  and  comply  with  travel  laws 
and  regulations. 
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Response; 

Concur.  The  travel  claims  in  question  were  for  correctional  officer  expenses  associated  with  the 
transportation  of  inmates.  Since  this  situation  was  brought  to  the  agency's  attention,  a  training 
seminar  on  allowable  travel  rates  has  been  presented  by  Administrative  Services  staff 
Additionally,  the  department  will  issue  a  memorandum  to  all  department  employees,  reminding 
them  of  the  travel  laws  and  regulations. 
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